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This Acquisition Letter is issued by the Procurement Executive pursuant to a 
delegation from the Secretary and under the authority of the Department of 
Energy Acquisition Regulation Subpart 901.301-70. 
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Federal Acquisition Regulation 31.201-2 Determining allowability 

Federal Acquisition Regulation 31.201-3 Determining reasonableness 

Department of Energy Acquisition General basis for reimbursement of 
Regulation 970.3101-3 costs 

I. Purpose. The purpose of this Acquisition Letter is to provide guidance
on determining the reasonableness.of costs charged to Department of
Energy contracts.

II. Background. The Department of Energy Acquisition Regulation, 970.3101-3
states the Department of Energy policy for determi n.i ng a 11 owabi l i ty, and
subsequent reimbursability, of costs under Department of Energy
management and operating contracts. Department of Energy Acquisition
Regulation 970.3101-3(a)(l) requires that reasonableness, including the
exercise of prudent business judgment, be one of the factors in
determining allowability. Recently, the Department of Energy Inspector
General performed reviews, at several locations, of both incurred costs
and planned expenditures. These reviews resulted in the identification
of various costs categorized as unreasonable, by the Inspector General,
in either nature, amount, or both. Moreover, the Report of the Contract
Reform Team, Making Contracting Work Better and Cost Less (February,
1994) recommended development of guidance to aid Department of Energy
staff in determ,ining the reasonableness of contractor costs.

It has been, and remains, Department of Energy policy to reimburse only
reasonable, allocable, and otherwise al�owable costs. This Acquisition
Letter should assist Contracting Officers in identifying unre.asonable
costs.
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III. Guidance. The Department of Energy Contracting Officer, the.Head of the
Contracting Activity for management and operating contractors, ·is
responsible for determining the reasonableness of costs reimbursed under
Department of Energy contracts. This requires the exercise of reasoned
judgment. Questionable expenditures and activities should be identified








